NOTICE OF INTENT

Department of Environmental Quality
Office of Water Resources
Municipa Facilities Divison

Under the authority of the Environmental Quality Act, R.S. 30:2001 et seq., and in
accordance with the provisions of the Administrative Procedure Act, R.S. 49:950, et seg., the
secretary gives notice that rulemaking procedures have been initiated to amend the Municipal
Facilities Division regulations, LAC 33:1X.Chapter 22 (Log #WP027).

This proposed rule establishes requirements for participation in the Drinking Water Revolving
Loan Fund program as authorized by the Safe Drinking Water Amendments of 1996 and Act 480
of the 1997 Regular Session of the LouisianaLegidature. The Drinking Water Revolving Loan
Fund will provide financial assistance to qualified borrowers for the construction of digible
drinking water facilities. The rule provides information relating to eligibility of projects,
application requirements, environmental reviews, and loan conditions. The basis and rationale for
thisrule is to implement the Drinking Water Revolving Loan Fund program as authorized by the
Safe Drinking Water Amendments of 1996 and Act 480 of the 1997 Regular Session of the
Louisiana Legidature and to provide the mechanism for the state to qualify for federal funds that
will provide financial assistance to water systems for the construction of eligible drinking water
facilities.

This proposed rule meets the exceptions listed in R.S. 30:2019 (D) (3) and R.S.49:953 (G)
(3); therefore, no report regarding environmental/health benefits and social/economic costsis
required.

A public hearing will be held on November 24, 1997, at 1:30 p.m. in the Maynard Ketcham
Building, Room 326, 7290 Bluebonnet Boulevard, Baton Rouge, LA 70810. Interested persons
are invited to attend and submit oral comments on the proposed amendments. Should individuals
with a disability need an accommodation in order to participate, contact Patsy Deaville at the
address given below or at (504) 765-0399.

All interested persons are invited to submit written comments on the proposed regulations.
Commentors should reference this proposed regulation by WP027. Such comments must be
received no later than December 1, 1997, at 4:30 p.m., and should be sent to Patsy Deaville,
Investigations and Regulation Development Division, Box 82282, Baton Rouge, LA 70884 or to
FAX (504) 765-0486. Copies of this proposed regulation can be purchased at the above
referenced address. Y ou may contact the Investigations and Regulation Development Division at
(504) 765-0399 for pricing information. Check or money order is required in advance for each
copy of WP027.



This proposed regulation is available for inspection at the following DEQ office locations
from 8 am. until 4:30 p.m.: 7290 Bluebonnet Boulevard, Fourth Floor, Baton Rouge, LA 70810;
804 Thirty-first Street, Monroe, LA 71203; State Office Building, 1525 Fairfield Avenue,
Shreveport, LA 71101; 3519 Patrick Street, Lake Charles, LA 70605; 3501 Chateau Boulevard
West Wing, Kenner, LA 70065; 100 Asma Boulevard, Suite 151, L afayette, LA 70508; or on the
Internet at http://www.deq.state.la.us/ol ag/irdd/olaeregs.htm.

LindaKorn Levy
Assistant Secretary
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Title 33
ENVI RONVENTAL QUALI TY
Part | X. Water Quality Regul ations

Chapter 22. Drinking Water Revol ving Loan Fund
§2201. Introduction

A, The Department of Health and Hospitals, Office of Public Health
(OPH), is the state agency wi thin Louisiana granted primary enforcenent
responsibility fromthe EPA to ensure that public drinking water systens
within the state are in conpliance with state regulations that are no | ess
stringent than federal drinking water regul ati ons adopted in accordance wth
the Safe Drinking Water Act (SDWA) (42 U. S.C 300f et seq.). The SDWA
Amendrrent s of 1996 aut horized a state revol ving | oan fund programand grants
to assist water systems in financing the costs of infrastructure inprovenents
to achi eve conpliance with the SDWA

B. In accordance with the Louisiana Constitution and authori zing
| egislation, the Departnent of Environmental Quality (the department) is
assisting OPH in the financial adninistration of the Drinking Water Revol ving
Loan Fund (the fund). Regul ations governing the fund program are pronul gated
by both OPH and the departnent.

AUTHCRI TY NOTE:  Promul gated in accordance with R'S. 30: 2011 et seq.
H STORI CAL NOTE:  Pronul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.

§2203. Authority

These regul ations provide for the Drinking Water Revol ving Loan Fund as
required by RS, 30:2011 et seq. and in particular RS 30:2011. A(3), D(1);
2074. A(4),B(8); 2824.A; 2826.A, B, E and F.

AUTHCRI TY NOTE:  Promul gated in accordance with R'S. 30: 2011 et seq.
H STORI CAL NOTE:  Pronul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.

§2205. Definitions

The following terns used in these regul ati ons shall have the foll ow ng
neani ngs:
Admini strative Fee—the fee due froma borrower to the departnment
at the origination of a |loan and/or on the outstanding principal anmount of a
| oan payable in installnents at such rate or rates and at such time or tines
as may be established by the secretary.

Appl i cant —any person, as defined, that submts an application for
financi al assistance in accordance with these regul ations.
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Bi ndi ng Commi t ment Agreenent —an instrunent evidencing a | egal
obligation by the department, acting on behalf of the state, to a person that
sets forth terns for making a | oan fromthe fund and/or providing such other
financi al assistance as may be authorized in connection with the program

Bor r ower —any person receiving financial assistance for the
construction of a drinking water facility.

Conpl eti on Date—the date the operation of a conpleted project
recei ving financial assistance fromthe fund is initiated or capabl e of being
initiated, whichever is earlier.

Construction—ncludes prelimnary planning, engi neering,
architectural, legal, fiscal, and econom c investigations and/or studies,
surveys, designs, plans, working draw ngs, specifications, erection, building,
acquisition, alteration, renodeling, inprovenment, or extension of the project.

Depart ment —the Loui si ana Department of Environnmental Qality.

Drinking Water Facilities—facilities for the purpose of
collecting, transporting, treating, storing, distributing, or holding drinking
wat er .

Envi ronment al Revi ew—an assessnment by the departnent of the
environnental inpact of a proposed project and assurances that the project
will conmply with all environmental |aws and executive orders applicable to the
proj ect area.

Fi nanci al Assi stance—oans, credit enhancenment devices,
guar ant ees, pledges, interest rate swap agreements, |inked deposit agreenents,
and ot her financial subsidies authorized by |aw

Fund—the Drinking Water Revol ving Loan Fund established by the
departnent in accordance with the Safe Drinking Water Act (SDWA) Amendnents of
1996 and Act 480 of the 1997 Regul ar Session of the Louisiana Legislature.

Letter of Intent—a witten notification of the intent of the
applicant to participate in the fund program The notification rmust include a
request for financial assistance, the estimted anount of financia
assi stance, and an estimated construction schedul e and docunent the authority
of the applicant.

Loan or Loans—a di sbursenent of noney made by the department from
the fund to a person in accordance with a | oan and pl edge agreenent.

Loan and Pl edge Agreenent—a contractual arrangenent by and between
a person and the state acting by and through the departnent, providing for a
loan or | oans to such person for the purpose of paying the eligible cost of a
project or projects.
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Operation, Mintenance, and Replacenent (O M &R)—those functions
that result in expenditures during the useful life of the drinking water
facilities for nmaterials, labor, utilities, and other itens that are necessary
for managi ng and naintaining the drinking water facilities to achieve the
capacity and performance for which such works were desi gned and constructed,

i ncl udi ng repl acement .

Per son—any individual, partnership, firm corporation, conpany,
cooperative, association, society, trust, or any other business unit or
entity, including any municipality, or state agency.

Project or Projects—the activities or tasks identified in a | oan
and pl edge agreerent for which a person has nmade a | oan and nmay expend,
obligate, or commt |oan proceeds.

Secretary—the secretary of the Departnent of Environmental
Qality.

St ate—the state of Louisiana or any agency or instrumentality
t her eof .

System | mprovenent Pl an—the necessary plans and studies relating
to the construction of a conplete project of drinking water facilities.

User Charge—a charge or fee |levied on users of drinking water
facilities for the cost of operation, naintenance, and replacenent. User
charges nmay include other costs such as the repaynent of debt incurred for the
construction of the drinking water facilities.

AUTHCRI TY NOTE:  Promul gated in accordance with R'S. 30: 2011 et seq.
H STORI CAL NOTE:  Pronmul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.

§2207. Eligibility for Participation

A Letter of Intent. An applicant shall send a letter of intent to the
depart nent and CPH

B. Higible Projects. Financial assistance may be provided only for
the construction of drinking water facilities as described in a system
i nprovenent plan approved by OPH  The department nay consider criteria such
as ownership, ability to repay, nmanagerial capability, or other such criteria
to determne the anount and type of financial assistance for a project.

C. Alowable/Eligible Costs. A lowable cost determ nations, based on
applicable | aw and regul ati ons, nay be made by OPH or the department, on a
proj ect - by- proj ect basi s.

AUTHORI TY NOTE:  Pronul gated in accordance with R S 30: 2011 et seq.
H STORI CAL NOTE:  Pronmul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.

§2209. Application Requirenments and Loan Conditions

A Limtation on Applications. An application shall only be funded
after authorization fromOPH and after neeting all of the department's
requirements.

B. Application Package. The contents of the applicati on package nust
contain all applicable information required by the department including, but
not linted to, the foll ow ng:
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1. Systemlnprovenment Plan. The applicant will subnmit, through
CPH, a systeminprovenment plan consisting of those necessary plans and studies
that directly relate to construction of drinking water facilities. The system
i nprovenent plan must contain enough information to allow the departnent to
performan environmental review

2. Financial Information. The applicant is required to submt
sufficient infornmation to denmonstrate its legal, institutional, manageri al
and financial capability to ensure the construction, operation, and
mai nt enance of the drinking water facilities and repayment of the |oan
interest, and adm nistrative fees.

3. Site Certificate. The applicant nust submt a certificate
executed by an attorney certifying that the applicant has acquired all
property sites, easenents, rights-of-way, or specific use permts necessary
for construction, operation, and mai ntenance of the project described in the
approved system i nprovenent plan.

C. Loan Conditions. Loans for projects will be made only to eligible
applicants that:

1. provide a fair and equitabl e user charge systemthat generates
revenues sufficient to cover the costs of OQM&R for the system

2. agree to own, operate, and naintain the drinking water
facilities so that such drinking water facilities will function properly as
long as the |l oan and pl edge agreement is in effect;

3. agree to properly maintain financial records, have periodic
audits, and nake these records available to the departnent, CPH EPA, or their
desi gnees upon request;

4. commt to undertake the expenditure of |oan proceeds for
construction or other eligible project costs within six nonths after entering
into a binding commtnent agreenent or such tinme frane as may be required by
the departnent, provided that failure to start the expenditure of funds within
one year after entering into a binding commtment agreenent may result in the
wi thdrawal by the departnent of all financial assistance;

5. agree to evidence the |oan by a bond, note, or other form of
evi dence of indebtedness prescribed or approved by the department; and

6. agree to pay administrative fees inposed by the department to
defray long termadmnistrative costs associated with the fund program

D. Loan Period. Loans shall be nmade for a period of time not to exceed
20 years fromthe conpletion date of the construction of a project, except for
| oans for projects for di sadvantaged commnities as defined by OPH t hat nay
have | oan periods up to 30 years with approval of the department. Interim
construction financing shall not exceed two years without witten approva
fromthe departnent and from CPH

E. Loan Repaynent. Loan repaynents of the principal, admnistrative
fees, and interest installments will be set by the departnent, with the first
install ment due no later than one year followi ng the project’s conpletion
date. The departrment will establish the |oan repaynent schedule in the terns
of the loan and pl edge agreenent.

AUTHCRI TY NOTE:  Promul gated in accordance with R'S. 30: 2011 et seq.

H STORI CAL NOTE:  Pronul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.

§2211. Events of Default and Renedi es
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The provisions for events of default and remedies will be specified in
the loan and pl edge agreenent for each borrower receiving a | oan fromthe
fund. The secretary or the undersecretary of the departnent nust approve all
remedi es for events of default.

AUTHCRI TY NOTE:  Promul gated in accordance with R'S. 30: 2011 et seq.
H STORI CAL NOTE:  Pronul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.

§2213. M scel | aneous

The departnent nay take certain actions and require a borrower to take
actions necessary to assure conpliance by such borrower with requirements of
the Internal Revenue Code of 1986, as anended, in connection with a [oan from
the fund. The borrower shall reinburse the department for any cost incurred
by the department in connection with any such actions.

AUTHCRI TY NOTE: Promul gated in accordance with R'S. 30: 2011 et seq.
H STORI CAL NOTE:  Pronul gated by the Departnent of Environmental
Quality, Ofice of Water Resources, Municipal Facilities Dvision, LR**.



